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Chapter-1            Introduction and Statement of the Problem 
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Chapter-1            Introduction and Statement of the Problem 
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
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

























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




















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





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






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

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














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








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













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




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










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





















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










   
   
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

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








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



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Abstract
 services to poor and unprivileged 
emerging and small MFIs and loss of loan portfolio rose to the extent of Rs 7,200 crore. Financial sustainability became 
Random effect model of panel data in order to check consistency of results.
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

        



     
        





       
           

       





        
     


 
 
 


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

 


    

           

          
     
            



          


          
           






         
S/N Variable Standard Name Description Variable description as used in regression
Expected effect on the 
FSS
1 Real Gross Portfolio Yield Positive
2 Capital to Assets ratio CCTA Negative
3 Gross loan portfolio to total assets ratio Gross loan portfolio/total assets GLPTA Positive
4 Average loan balance per borrower Adj. GLP/Adj. Number of Active Borrowers l_ALBPB Positive
5 Portfolio at risk
The fraction of loan portfolio that is overdue past 
30 days or more; that is PAR 30=Portfolio at risk/
Gross loan portfolio
P30 Negative
6 Labour cost to assets Personnel expenses/total assets PEA Positive or negative
7 The size of MFIs measured by value of its Assets l_ASS Positive
8 MFI AGE
Years since its establishment to when evaluation 
is considered. It also measure length of it 
outreach.
AGE Positive
Table 1:
Descriptive statistics of dependent and independent variables
Variable Mean Standard Minimum Maximum No. of observations
FSS 0.657846 0.313578 0.0360245 1.78001 76
0.109191 0.197436 0.1304 0.9954 76
CCTA 0.0705189 0.0574553 0.0008 0.3655 76
GLPTA 1.11314 0.997195 0.6528 8.916 76
p30 0.192328 0.320923 0 0.9954 76
PEA 0.0471257 0.0163077 0.0165 0.0917 76
l_Ass 17.3295 1.99854 13.9942 20.6751 76
AGE 15.5263 5.37767 4 27 76
l_ALBPB 4.9821 0.241976 4.34381 5.45959 76
ALBPB 149.947 35.3323 77 235 76
 assets ratio, CCTA=Capital cost to total assets ratio, GLPTA=gross loan portfolio 
to total assets ratio, P30=Portfolio at risk (30) days, PEA=Labour cost to total assets ratio, l_ASS=Log of total assets (size), AGE=age of MFIs since its establishment, 
l_ALBPB=log of average loan balance per borrower, ALBPB=Average loan balance per borrower
Table 2: Descriptive statistics.
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 AGE CCTA FSS GLPTA L_ALBPBG L_ASS P30 PEA YOGP
AGE 1         
CCTA -0.3077 1        
FSS -0.32014 0.035301 1       
GLPTA 0.22275 -0.1773 -0.37808 1      
L_ALBPB 0.053976 0.110357 0.070101 -0.08627 1     
L_ASS 0.732431 -0.33276 -0.05729 -0.07058 0.086663 1    
P30 0.284837 -0.21015 -0.34307 0.457572 0.16452 0.040008 1   
PEA 0.240223 0.212528 0.061753 -0.23289 -0.44092 0.254694 -0.23841 1  
0.025384 -0.00825 0.24652 -0.11474 -0.02301 -0.06441 0.322258 0.223271 1
Source: Gretl output.
Note  
CCTA=Capital cost to total assets ratio, GLPTA=gross loan portfolio to total assets ratio, P30=Portfolio at risk (30) days, Pea=Labour cost to total assets ratio, I_ASS=Log 
of total assets (size), AGE=age of MFIs since its establishment, ALBPB=Average loan balance per borrower
Table 3: Multicollinearity results.
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Variables Pooled OLS regression model
Fixed effect 
regression 
model
Random effects 
regression
Const (-0.172192) (-0.499381) (-0.172192)
 [-0.0643] [-0.5390] [-0.2207]
 0.94891 0.59194 0.82599
-0.541798 -0.451348 -0.541798
 [3.2606] [2.3153] [3.1016]
 0.00175*** 0.02415** 0.00282***
CCTA (-0.71581) (-0.476002) (-0.71581)
 [-0.7853] [-0.5966] [-1.0325]
 0.43502 0.55311 0.30557
GLPTA (-0.00126836) -0.0310568 (-0.00126836)
 [-0.4954] [0.7628] [-0.0345]
 0.62196 0.4487 0.97259
l_ALBPB -0.212125 -0.130244 -0.212125
 [1.2702] [0.6904] [1.3699]
 0.2084 0.49269 0.17529
p30 (-0.370474) (-0.336808) (-0.370474)
 [-2.0084] [-2.0049] [-2.9955]
 0.04864** 0.04965** 0.00384***
PEA (-0.736011) (-1.08831) (-0.736011)
 [-0.0853] [-0.3375] [-0.2716]
 0.93225 0.73694 0.78674
l_ASS -0.0603387 0.145989 -0.0603387
 [0.8008] [2.8237] [2.0243]
 0.00125*** 0.00650*** 0.04693**
AGE (-0.438934) (-0.731365) (-0.438934)
 [5.8795] [-2.7452] [-2.9228]
 0.00001*** 0.00804*** 0.00473***
R2 0.385346 0.58225 0.388844
Adjusted R2 0.311955 0.459806 0.31587
F-statistic 5.250555 4.755233 5.328531
P – value 
(F) 0.000041 3.86E-06 0.000035
Durban-
Watson 1.427617 1.437774 1.655338
Robust (HAC) standard error,
Included 10 cross-sectional units,
level respectively.
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